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Fiscal Estimate Narratives
DOR 4/2/2010

LRB Number 09-4261/1 Introduction Number AB-0866 |Estimate Type  Original

Description
restoring the treatment of the exclusion of capital gains for individuals and certain other persons that

existed before the enactment of 2009 Wisconsin Act 28.

Assumptions Used in Arriving at Fiscal Estimate

Current Wisconsin law allows individuals, fiduciaries, members of LLCs and partnerships, and shareholders
of tax-option corporations to exclude 30 percent of net long-term capital gains from income for income tax
purposes. Long-term capital gains on the sale of farm assets are eligible for a 60 percent exclusion. In either
case, long-term capital gains are gains realized from the sale of assets held for at least one year or assets
acquired from a decedent.

This bill changes the current 30 percent long-term capital gains exclusion to a 60 percent exclusion. The
current 60 percent long-term capital gains exclusion on the sale of farm assets is unaffected. The bill
becomes effective for taxable years beginning on or after January 1, 2010.

The increased exclusion is projected to reduce revenue annually. Based on a simulation using the 2007
Individual Income Tax Model, the bill will reduce revenue by $168 million in fiscal year 2011 and $176 million
in fiscal year 2012.

Long-Range Fiscal Implications

Capital gains realizations are more volatile than other income sources. Although the bill will reduce revenue
annually, fiscal years 2011 and 2012 will not necessarily be representative of future revenue losses.
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Detailed Estimate of Annual Fiscal Effect

Original D Updated [D] Corrected E} Supplemental
LRB Number 09-4261/1 Introduction Number AB-0866
Description

restoring the treatment of the exclusion of capital gains for individuals and certain other persons that
existed before the enactment of 2009 Wisconsin Act 28.

annualized fiscal effect):

I. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in

ll. Annualized Costs:
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$
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